PART 5 FUNDRAISING AND POLITICAL ACTIVITIES OF THE
NATIONAL PARTIES AND ADMINISTRATIONS

Chapter 25: DNC and RNC Fundraising Practices and Problems

The 1996 federa election cycle set arecord for the amount of money raised and spent by
federal candidates and their partiesin the quest to obtain victory at the polls. During the election
cycle, both parties leveled well worn allegations at each other of improper or illegal fundraising
practices and other wrongdoings, proclaiming that they were shocked at the opposing party’s
activities. In past election cycles, these allegations were largely forgotten after the electoral dust
settled. After the 1996 election, however, allegations against candidates and national parties
persisted and escalated.

The Committee investigated a number of the allegations against the DNC during the last
election cycle, taking 38 days of depositions, conducting 14 interviews,* receiving 5 days of public
testimony,? and receiving over 450,000 pages of unredacted DNC documents.®> The Committee
focused on how the DNC had performed its primary functions of (1) soliciting campaign
contributions, (2) organizing fundraising and other events, and (3) spending its funds to promote
the Democratic Party. After athorough investigation, several serious problem areas emerged,
which are set forth below.

Allegations against the RNC were not fully explored by the Committee, which took only
two depositions* and one day of public testimony from one RNC official.> Even then, the
Committee strictly limited the testimony to issues involving the National Policy Forum. In
addition, the Committee only received 70,000 pages of RNC documents, many of which were
heavily redacted, despite the fact that the RNC received a virtually identical subpoena as the one
issued to the DNC.® As discussed elsewhere in this report, the lack of information on the
operations of the RNC leaves a mgjor hole in the Committee’ s analysis of the 1996 election cycle.
However, the sparse information that the Committee did receive strongly indicates that the RNC
engaged in many of the same practices as the DNC and, as with the DNC, these practices were
not new or unigque in 1996.

The primary fundraising and spending activities of the DNC and the RNC during the last
election cycle are addressed in this chapter. The remaining sections of Part 5 discuss in more
detail both parties practices of soliciting funds from federal property; organizing events for
contributors which, in exchange for those contributions, often provided access to elected officias;
and spending party funds by conducting political advertising.

FINDINGS
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Q) The evidence before the Committee establishes that both political
parties engaged in questionable fundraising practices. Both parties scheduled
events at government buildings and promised access to top government officials as
enticements for donors to attend fundraising activities or make contributions.

Both parties used their presidential candidates to raise millions of dollarsin soft
money donations in addition to the $150 million provided in public financing for
presidential campaigns. Both parties worked with their candidates to design and
broadcast issue ads intended to help their candidates election efforts.

2 The RNC’s activities were subject to some of the same or similar
problems as the DNC’s activities. The RNC received foreign contributions,
gave access to top Republican leaders for large contributions, held fundraising-
related events on federal property, engaged in coordination between the
Presidential campaign and the national party and used supposedly nonpartisan, tax-
exempt organizations for partisan purposes.

) The compliance systems of the DNC in the 1996 campaign were
flawed. Although the evidence before the Committee indicates that the DNC
fundraising staff as a whole attempted to do their job in accordance with the law,
isolated failures of supervision coupled with a compelling desire to raise more
money led the DNC to accept hundreds of thousands of dollars in contributions it
otherwise would not have accepted. Despite these problems, the overwhelming
majority of contributions received by the DNC appear to have been legal and

appropriate.

4 The position taken by the Republican Party in the 1992 and 1994
election cycles that it had no obligation to investigate contributions or
contributors is troubling. The evidence before the Committee is insufficient
to evaluate the compliance procedures of the RNC during the 1996 election
cycle. Because the Committee did not have the full cooperation of the RNC in
complying with the Committee’s subpoenas and requests for information (and the
Committee failed to enforce the subpoenas), the Committee failed to fully assess
the RNC’s practices and procedures for insuring the legality and propriety of major
contributions.

INTRODUCTION

In September 1996, just weeks before the November 1996 election, the Los Angeles
Times published an article that raised questions about the legality of a contribution to the DNC
from Cheong Am America, a California subsidiary of a South Korean corporation.” The article
alleged that the contribution may have been illegal because the subsidiary did not have sufficient
domestic revenues to support its contribution of $250,000. The DNC reviewed the circumstances
surrounding the contribution, which had been solicited by a DNC fundraiser named John Huang,
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and returned the entire $250,000 after determining that it failed to meet the Federal Election
Commission’s (FEC) criteriafor contributions from domestic subsidiaries of foreign
corporations.®

Following this event, the news media increasingly published allegations that contributions
made to the DNC were illegal or improper. Beginning in November 1996, with the assistance of
outside law and accounting firms, the DNC conducted an internal review of the 1200
contributions over $10,000 it had received in the 1996 election cycle. In addition, contributions
solicited by Huang and Charlie Trie and those made by Trie, Johnny Chung or in connection with
the Hs Lai Temple or other Asian Pacific American Leadership Council events were aso
reviewed.” By June 1996, before the Committee’ s hearings began, the DNC had returned 172 of
those contributions, which represented .006% of the number of contributions made to the DNC.
By September 1996, the total amount of contributions returned by the DNC for legal reasons
amounted to .04% of the total raised by the DNC for the relevant 1994-1996 period.”® The
internal review and returned contributions pointed to a number of problems within the DNC and
focused attention on Huang -- both on the contributions he solicited and the fundraising events he
helped to organize. In turn, questions were raised about the fundraising practices and guidelines
of the DNC and about whether top DNC and White House officials had actively ignored those
guidelines or federa law as they strove to raise money.

The fundraising practices examined by the media and explored by the Committee did not
begin with this past election cycle. However, the amount of money -- especialy large soft money
contributions -- raised by both partiesin 1995 and 1996 was unprecedented. In order to raise such
large sums, both parties had dramatically increased their fundraising efforts.

The DNC stepped up its drive to raise money in the fall of 1995, when White House and
DNC officials decided that the party would conduct a massive “media’ campaign starting a full
year before the presidential election.* According to White House Deputy Chief of Staff Harold
Ickes, the media buy was designed to carry the Democratic Party’ s message to the American
people, and the increased funds were designed to keep up with the Republican Party. He testified:

From the outset, moreover, we Democrats knew that we would have to do all that we
could within the bounds of the law to get our message out to the American people. We
knew that the Republican money machine would raise more than we could and would
outspend us.

And guess what? They did -- by about $222 million. The three major Republican national
committees [the RNC, the National Republican Senatorial Committee and the National
Republican Congressional Committee] spent over $558 million in the 1996 election cycle,
compared to approximately $336 raised by their Democratic counterparts [the DNC, the
Democratic Senatorial Campaign Committee and the Democratic Congressional Campaign
Committeg].*
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In order to keep up with “the Republican money machine,” the DNC took aggressive
fundraising steps, which included reaching out to new communities and soliciting contributions
from donors that had not previously been tapped by Democrats for large contributions; organizing
fundraising and other events to entice new donors; and spending the funds raised on media ads
that supported the Democratic Party and its candidates. The DNC activities that later created
controversy were its receipt of contributions from questionable sources; its use of the President
and Vice President as part of its fundraising efforts; its organization of events that were
controversial because of their location or the political access they afforded big contributors; and
its coordination of media ads with White House and Clinton campaign staff.

Similarly, the Republican Party, which has out-raised the Democratic Party in every recent
election, also undertook aggressive fundraising measures during the 1996 election cycle. The
RNC solicited and received gquestionable contributions; organized events in order to promote
contributions; and purchased media ads that supported the Republican Party and its candidates.
The RNC activities that |ater created controversy were its use of tax-exempt organizations to
raise money; its decision not to investigate or return certain questionable contributions; its use of
federal property to court contributors; its organization of events that promised contributors access
to Republican leadership; and its coordination of media ads with Dole for President staff.

These fundraising activities by both national parties were encouraged by the ability under
current law to raise unlimited amounts of both hard and soft money and to legally spend this
money in the proper hard-to-soft proportions to promote their issues as well as their candidates.
The quest for money, and the practices used to acquire that money, will control our electoral
system until meaningful campaign finance reform is enacted.

In examining the problems of the fundraising practices of the last few years, the
Committee, over the strenuous objections of the Minority Members, chose to focus almost
exclusively on the Democratic Party’s activities. Consequently, the evidence presented to the
Committee was lopsided, coming primarily from the DNC, which cooperated with the Committee,
spending over $4.75 million (not including legal fees) to respond to the Committee’ s requests.’®
As aresult, our description of how the parties operated during the last election cycle is heavily
weighted to the DNC. Many questions about the internal workings of the RNC remain
unanswered.

STRUCTURE OF THE NATIONAL PARTIES

The Democratic National Committee

During the 1996 election cycle and after the devastating 1994 mid-term elections, the
DNC implemented a new, bifurcated chairman arrangement whereby Donald Fowler was the
National Chairman, responsible for the day to day activities of the party, and Senator Christopher
Dodd was the General Chairman, acting as the official spokesman for the party.** The DNC's
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executive director was Bobby Watson who served in this position until December 1995.° In
March 1996, B.J. Thornberry, former Deputy Chief of Staff at the Department of the Interior,
took his place.’* The DNC's executive director functioned as a “ staff director” and was
responsible for the overall management of the personnel who work for the party.’

During the course of the 1996 election cycle, the DNC fundraising division employed
anywhere from 50 to as many as 100 fundraisers.’® The fundraisers were supervised by a Finance
Director who was a paid, full-time employee of the DNC and a Finance Chairman who was
considered an officer of the party. Through January 1995 they were supervised by Laura
Hartigan, Finance Director,” and Terry McAuliffe, Finance Chairman® who left their respective
DNC positions to assume the same positions at the Clinton campaign.?* In April 1995, Richard
Sullivan took over as Finance Director for the remainder of the 1996 cycle.” Truman Arnold, a
Texas businessman and long-time DNC donor, took over for McAuliffe for a period of severa
months,?® and Marvin Rosen took over for the remainder of the term.** Sullivan and Rosen
testified that they reported and coordinated the activities of the Finance Division with Fowler.®
Fowler, however, testified that he felt the Finance Division was too independent and that, as
National Chairman, he was not able to overseeiit as well as he would have liked.?

Other key fundraising staff were the Deputy Finance Directors, David Mercer?” (one of
Charlie Trie's contacts®) and Erica Payne;® the Director of the DNC's Managing Trustee
Program, its highest dollar donor council, was Ari Swiller® and his Deputy Ann Braziel.** Dueto
their sizable donations, many of the donors questioned during the Committee's investigation were
members of the DNC Managing Trustee Program, members of which must either donate
$100,000 or raise $250,000.*

Joseph Sandler has been General Counsel of the DNC since February 1993.3 His deputy,
and the only other attorney in the DNC's Office of General Counsel during the 1995-96 cycle, was
Neil Reiff.3* Reiff had been with the DNC’s Office of General Counsel since the spring of 1993.%

In most cases, these individuals were interviewed and deposed for multiple days during the
course of the investigation.

The Republican National Committee

During the 1996 election cycle, the chairman of the RNC was Haley Barbour and its
executive director was Sanford McAllister. McAllister’simmediate predecessor was Scott Reed
who left the RNC in February 1995 to become Senator Dol€’s campaign manager.*® The RNC's
top political operative was Curt Anderson, whose title has been listed as both Political Director
and Campaign Operations Director. Anderson and his assistant Ruth Kistler supervised the
RNC's coordination of political activities with the Dole for President campaign as well as with
independent groups.*’
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The RNC's top fundraiser was RNC Finance Director Albert Mitchler. In March 1996,
Mitchler was joined by Jo-Anne Coe, who was named RNC Deputy National Finance Chair. Coe
isalongtime aide to Senator Dole, served as top fundraiser of the Dole for President committee
until it raised the maximum funds permitted under FECA for presidential candidates who accept
public financing, and also served as executive director of Senator Dol €' s tax-exempt organization,
Campaign America. Coe now works with Senator Dole at a private law firm. Coe directed
fundraising for media ads which the RNC produced in coordination with the Dole campaign.®

Other key RNC fundraisers included Howard Leach, national finance chair; John Moran, a
national finance chair and head of Victory ‘96, a key Republican Party fundraising organization;
Tim Barnes, who served as chair of Team 100, a premier RNC donor program; and Karen
Kessenich, chair of the Eagles, another top RNC donor program.®

The RNC'’s general counsel was David Norcross. Its chief counsel was Thomas Josefiak.
The RNC's communications and congressional affairs director was Ed Gillespie. Rich Galen was
afrequent RNC spokesperson.

Because the Committee’ s attempts to depose Mitchler, Coe, Anderson, Kistler, and other
RNC officials were not successful, it did not explore the structure of the RNC.

FUNDRAISING DRIVES

In the fall of 1995, White House officials, political advisors, and DNC officials decided to
pursue a strategy that involved an extensive “media’ campaign to communicate the message of
the Administration and the Party.” Fowler set agoal for the DNC to raise atotal of $120 million
over the course of 1996.* In response, the DNC fundraising staff -- led by Rosen and Sullivan --
formulated a plan to raise the money using a variety of methods, including direct mail
solicitations, magjor donor contribution packages, and fundraising and other events designed to
encourage contributions of both hard and soft money. The DNC and the White House recognized
that to meet this goal, tremendous pressure would be placed on all DNC staff, particularly the
fundraisers, and that the involvement of the President and Vice President would be necessary.
The plan proposed that the President or Vice President attend 100 to 150 events around the
country in the next year and that the DNC organize a variety of fundraisers and other events,
some within the White House complex.*

The Committee was not afforded the opportunity to depose RNC officials or Republican
political consultants, and therefore was not able to explore the special fundraising initiatives
planned and implemented by the Republican Party in the 1996 election cycle. However, the
Committee learned that, for many years, the Republican Party has solicited contributions through
two principa donor programs. Team 100 and the Republican Eagles. Team 100 membership
requires “an initial contribution of $100,000" and contributions of $25,000 per year for the next 3
years. Republican Eagle membership requires contributions of $15,000 annually. To encourage
individuals to join these programs, the RNC distributes promotional material describing the
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benefits of membership, which include meetings and dinners with high-ranking Republican el ected
officials. Thisfundraising practice of exchanging access for contributions is discussed in Chapter
28. In addition, the 1996 election cycle witnessed a new Republican donor program which
offered avariety of benefits to donorsinformally called “season ticket holders,” who contributed
$250,000 or more to the Republican Party.*

SOLICITING CONTRIBUTIONS

A fundraising organization’s primary goal is to solicit and receive contributions for its
cause. As part of its fundraising organization, the DNC had a staff structure that would (1) train
and monitor its fundraisers and (2) screen incoming contributions for legality and
appropriateness.* The Minority assumes the RNC had a similar structure, but was unable to
investigate its existence or effectiveness.

During the 1996 cycle, however, both parties undertook their largest fundraising drivesin
history. In fact, both national parties more than doubled the amount they had raised just two
years before: the DNC went from $85.7 million to $210.3 million and the RNC went from $132.3
million to $306.1million.** Considering such a dramatic increase in fundraising, the national
parties, particularly the DNC did not adequately respond to such enormous pressure by improving
old training and compliance systems to ensure against problems. The Committee found these
problemsin the DNC in particular, in light of the chosen focus of the investigation.

Training Fundraisers

The DNC’s Training Procedures and Problems

From 1993 to 1996, the DNC genera counsdl’s office, headed by Joseph Sandler and his
deputy, Neil Reiff, worked with the Finance Division to ensure that the fundraisers were trained in
the legal and appropriate way to solicit and accept contributions and to identify contributions
which might not be legal or appropriate. The general counsel’s office conducted approximately
eight separate group training sessions and numerous specia sessions with groups of Finance
Division staff.*® At those sessions, the counsal’ s office distributed and explained the DNC's
manual, written by the Office of General Counsel, which contained the legal restrictions for
national party fundraising as well asthe DNC's own policies and guidelines. The general
counsel’ s office emphasized to the fundraisers that as they worked and talked to contributors,
they should obtain an understanding of the contributors backgrounds and ability to comply with
applicable laws and guidelines. Sandler and Reiff also emphasized to staff at these sessions that
guestions and problems should be brought to the attention of someone in the counsel’ s office.
The testimony and evidence received by the Committee demonstrate that the DNC manuals and
training sessions were comprehensive and that Finance Division staff routinely sought the advice
of the counsel’ s office.*”
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The DNC's training program seemed adequate: the program and manual were updated
appropriately, and all DNC fundraisers who testified before the Committee stated that they went
through the training and received the manuals.*® However, with the large fundraising goal the
DNC undertook to meet, this program could have used some strengthening as more fundraisers
were hired.”® A larger general counsdl's office might have allowed for more active oversight of
fundraisers activities by attorneys familiar with nuances of the law. More frequent training
sessions in smaller groups might have alowed for more personal contact with the lawyers. And,
as the DNC reached out to new communities and contributors unfamiliar to the DNC, more
diligent checks should have been conducted on new, large-dollar contributors. These types of
improvements have since been made by the DNC.*

John Huang was hired by the DNC in late 1995 to target the Asian-Pacific American
community for Democratic fundraising. The evidence establishes that Huang attended a training
session, amanual was found in hisfiles, and after hisfirst event he brought checks to Sandler for
review which led Sandler to testify that he believed that Huang had a satisfactory knowledge of
the laws and DNC guidelines under which he was to raise money.>* Shortly after this meeting,
Huang initiated the return of two checks based on the questionable citizenship status of the
donors.>® However, after this event, Huang solicited and accepted numerous contributions that
later had to be returned by the DNC. The evidence presented to the Committee does not establish
that these problems were indicative of the practices of the vast Mgjority of other DNC fundraisers
during the 1995-96 cycle. See Chapter 4: John Huang.

The RNC’s Training Procedures and Problems

The Committee was not afforded the opportunity to depose RNC officias, and, therefore,
was not able to explore the procedures involved or the appropriateness of the training that the
RNC provided to its fundraisers.

Contribution Compliance

Another aspect of the solicitation and acceptance of contributions by the national parties
were the compliance systems established to screen incoming contributions for legality and
appropriateness.

The DNC'’s Contribution Compliance and Problems

According to Sandler, the DNC’s review for legality had two basic elements:
[O]ne, review of the contribution check and accompanying information; and two, training

of the fund-raising staff to spot potential legal problems and to bring them to the attention
of the office of the general counsel.>
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Sandler explained that the general counsel’ s office would review al incoming checks as
well as the accompanying information provided by the contributors and consult the DNC donor
database. Sandler or Reiff would then determine, in the case of “hard” money, whether the strict
limitations on the source and amount of money had been met. The office would review similar
information for “soft” money contributions.>

The second element of screening checks for legality, as outlined by Sandler, was training
the fundraising staff to spot problems and bring them to the attention of the general counsel’s
office.®® Although this two-part system worked in the vast majority of cases, the training of
fundraisers, particularly Huang, and the response to problems spotted by DNC staff generadly,
were not vigorously pursued.

Contributions to the DNC were also generally checked for appropriateness. From the
spring of 1993 through May 1994, a DNC Research Department staff member was assigned to
run public database searches to discover any controversial information regarding individuals who
were to become substantial contributors. Sometime in May 1994, however, the staff person
assigned to this task left the DNC, and the DNC Research Department did not reassign
responsibility for conducting these searches to another staff member. Although public data
searches were periodically conducted on new contributors, the screening system developed a hole
that was not patched until after the 1996 elections.® However, had these searches continued, it is
unclear whether the problems which led to the return of the mgjority of the returned contributions,
such as Gandhi's $325,000, Kanchanalak’ s $190,000, Chung'’s $275,000, or the Wiriadinatas
$425,000 would have been detected.> However, in the case of the Gandhi contribution,
information was available and was one reason the White House had initialy declined to accept an
award Gandhi had offered to the President.*®

In general, most of the contributions that were returned by the DNC were returned
because the information provided was insufficient to determine the source of the funds for the
contributions.® Some of these contributions are associated with individuals who were originally
from a number of different Asian countries and whose citizenship or residency statuswasin
guestion. Although there is no evidence that the DNC encouraged or was aware of the problems
with these contributions or that they were associated with any one country, it is also clear that the
DNC should have been more diligent in monitoring an inexperienced fundraiser who was placed in
charge of tapping substantial contributions from a new community.®

Monitoring the origins of campaign contributions is difficult because of the necessity for
the national parties, aswell as candidates campaign committees, to rely on information presented
by the contributor. In fact, severa of the problematic contributions received by the DNC
appeared at first to be entirely legal and appropriate and were only discovered to be problematic
after athorough investigation and audit; others involved the contributors giving false certifications
to the DNC which were discovered and returned later.* Currently, contributors are not required
to certify at the time that they make a contribution that the information they have provided is
accurate. Amending the law to require contributors to certify that they are U.S. citizens or
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permanent residents and that they are contributing their own money, accompanied by penalties for
false certification, would assist the parties and campaigns in complying with legal requirements.

The DNC has since improved many of its procedures. Among the changes the DNC made
were (1) adding to the Office of General Counsel a compliance director with full responsibility to
ensure contributions and solicitations comply with law and internal procedure; (2) creating
Executive Compliance and Contribution Review Committees and; (3) requiring fundraisers to
submit an annual certification of compliance. On the processing side of fundraising, the DNC has
improved and specified the research to be done on donors and the process to be followed for
returns. Finaly, the DNC laid out new, detailed procedures for screening proposed guests at
DNC events.®

The RNC'’s Contribution Compliance and Problems

The Committee was not afforded the opportunity to depose RNC officials or receive a
meaningful production of documentsin order to explore the legality or propriety of the
procedures the RNC used and the contributions the RNC solicited and accepted in the 1996
election cycle. This problem was aggravated by the RNC' s failure to conduct a thorough
investigation of its contributions and make that information available to the public.

Evidence was obtained by the Committee indicating that, during the 1992 and 1994
election cycles, the Republican Party took the position that it had no duty to investigate or verify
any contributions or contributors. Rich Galen, a Republican Party spokesperson, told the pressin
1992, “There' s no requirement in practice or in law that a political organization or charitable
organization get any kind of statement from a donor as to the origins of the money.”® In 1993,
deposition testimony provided by atop Republican fundraiser, Elizabeth Ekonomou, in
connection with a questioned contribution provided by Michael Kojima, indicates that Republican
fundraising committees believed they had no legal obligation to investigate any contributor or
contribution, and provides no evidence of any standing policy or procedure to conduct such
investigations.** Ekonomou stated under oath:

Q. Did the Dinner Committee do any kind of background search or verification regarding
its top fundraisers?

A. No.

Q. Do you believe that the Dinner Committee has responsibility to do any kind of
background verification or search about its fundraisers or top fundraisers?

A. No.

Q. Inlight of your experience and the concern that was raised in you after revelations of
Mr. Kojima s outside activities, you continue to have no belief that the Dinner Committee
has any kind of obligation to do any verification of the background of its top fundraisers?
A. | do not believe that the President’s Dinner has any obligation to get background
information on its top fundraisers.®®
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Jan Baran, long-time legal counsdl to the RNC and other Republican Party organizations,
put it even more forcefully in 1993 legal pleadings filed with the U.S. District Court for the
Digtrict of Columbia:

[P]olitical organizations such as the [Republican Dinner] Committee must be able to
receive and use contributions. If they were required to investigate all contributors and
establish a pedigree for all contributions, their First Amendment protected activities would
be serioudly handicapped .... The Federa Election Campaign Act of 1971, as amended,
imposes no burden upon political organizations to investigate the solvency of
contributors.®

The unequivoca position of the Republican Party’ s longtime legal counsel, experienced fundraiser
and designated spokesperson suggests that, in the years leading up to the 1996 election cycle, the
Republican Party’s policy was that it had no legal obligation to investigate either contributors or
contributions, even if questions were raised about a particular donation. In addition, neither the
civil litigation over the Kojima contribution nor subsequent investigative efforts by this Committee
produced any evidence that standard procedures are in place in Republican fundraising
organizations requiring the investigation and evaluation of large contributions from unfamiliar
donors. Moreover, due to the failure of RNC officials to provide deposition testimony or
cooperate with the Committee' s investigation into RNC procedures, there is no evidence before
the Committee which suggests that the Republican Party changed the policy it espoused in the
1992 and 1994 election cycles, or adopted another position during the 1996 election cycle.

There is also evidence before the Committee that the RNC has solicited and received
funds that were possibly illegal or inappropriate and which should be refunded. Asexplored in
Chapter 6, the RNC received funds in 1992 from Michadl Kojimathat were likely illegal. Kojima
contributed a total of $500,000 at a time when he was known to have meager resources and was
being pursued by creditors. His contributions were likely derived directly from Japanese
businessmen, and constituted one of the largest direct foreign contributions to a national party.
Even though, in 1992, there were strong indications that Kojima's contribution was being financed
by foreign money, the RNC to date has declined to return the funds. Other examples discussed
elsawhere in this report include funding from the National Policy Forum, an arm of the RNC, that
originated in Hong Kong, Taiwan and China, and direct contributions to the RNC of funds from
German and Taiwanese nationals.  The Minority believes that the RNC should return the funds
from Kojima and the National Policy Forum and that a thorough public investigation of its other
contributions is overdue.”’

Telephone Solicitations from Federal Property

The practice of soliciting political contributions by telephone, undertaken by current and
former Presidents, Vice Presidents, and other elected politicians, is discussed in Chapter 26 of the
Minority report.
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ORGANIZING FUNDRAISERS AND OTHER EVENTS

The national parties also organized fundraisers and other events for their high dollar
contributors and took steps to “service” them by intervening on their behalf for meetings with
elected officials and providing other “political” access benefits. These practices are outlined
below and discussed in more detail in Chapter 28 of the Minority Report.

DNC Events and Contributor Services

The Committee fully explored the DNC's practice of organizing eventsin the White
House complex, such as coffees with the President and Vice President; inviting a small number of
individuals to attend those events that later generated controversy; and making requests on behalf
of contributors to the executive branches.

During the 1996 cycle, it was unclear who was responsible for screening individuals
proposed by the DNC to be guests at events to be attended by the President or Vice President.
Richard Sullivan testified that he understood that the Finance Department was supposed to raise
potential problems regarding these guests with White House personnel.® During the last election
cycle, the DNC staff did raise such questions with White House staff. These questions,
particularly those about foreign nationals who were proposed to be guests of contributors at DNC
events, were then addressed on a case-by-case basis, primarily by White House personnel
consulting with the relevant staff of the National Security Council. The Committee received
evidence that when asked, the NSC staff provided more than adequate input on the
appropriateness of the individual attending an event with the President or Vice President and, with
afew notable exceptions addressed in detail later in this Minority Report, the recommendations
were followed by the DNC. Problems arose, however, when the DNC did not raise questions to
White House officials. In those cases, the White House and the NSC were not consulted and the
DNC aone made the determination about whether the individuals were appropriate guests at
events to be attended by a principal .

Although the White House has established new procedures to screen White House guests,
during the 1996 election cycle, a number of individuals who later generated controversy attended
events in the White House with the President or Vice President. These individuals, and the
circumstances involved in their invitations to these events, are discussed in Chapters 29-31 of this
Minority Report. In general, the Committee discovered that the DNC failed to heed warning
signs about certain DNC contributors. Despite warnings about guests invited by John Huang and
Johnny Chung, as well as those about Roger Tamraz, the DNC continued to invite these and other
individuals to eventsin the White House. DNC Chairman Donald Fowler also was found to have
contacted Executive Branch officials to promote contributors. His contacts on behalf of
contributors included contacting Harold Ickes on behalf of the Chippewa Indian tribe, and the
Treasury Department on behalf of an issue generally affecting Indian tribes, the Commerce
Department on behalf of an individual who wanted to go on a Commerce Department trade
mission and an individual who was interested in information on Minority business programs.™
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When questioned by the Committee about these practices, Fowler testified that athough
DNC employees are forbidden to intercede with the Administration on behalf of contributors, he
confirmed that he did so on aregular basis. Fowler asserted that he did not believe that the DNC
policy applied to him in his position as National Chairman.” Further, Fowler admitted that many
administration and DNC officials admonished him not to pursue these activities, but his contacts
did not cease.”” Fowler’s actions may not have beenillegal, but they were clearly inappropriate.

The Committee also investigated allegations that the DNC rewarded contributors with
spots on trade missions arranged by the Commerce Department. Despite numerous depositions
and thousands of documents on this matter, these allegations were not substantiated by the
evidence before the Committee.”

The DNC has now adopted a system that requires severa staff members located in
different DNC divisions to conduct thorough database searches to both assess the appropriateness
of accepting contributions from specific individuals or companies, and of inviting these individuals
and their associates to attend fundraisers or other events sponsored by the DNC.™ Likewise, the
NSC has adopted a structured and thorough process that requires certain individuals invited to
attend events at the White House to be screened by knowledgeable NSC staff.”

RNC Events and Contributor Services

Despite repeated requests by the Minority, the Committee chose not to conduct
depositions of RNC officials or require the RNC to conduct a meaningful document production
regarding the Republican Party’ s organization of events and servicing of contributors. However,
the Committee learned that during previous administrations, the RNC organized events inside the
White House with contributors who raised issues of appropriateness, and made requests to
Executive Branch officials on behalf of contributors Those activities, which are similar to the
DNC activities at issue, are discussed in detail in Chapter 28 of this Minority Report.”™

The evidence shows that since the 1970s, the RNC has routinely arranged for contributors
to attend events held in the White House and to arrange events between contributors and
Republican presidents, presidential candidates, and leadersin Congress. In addition, when
inviting contributors to such events, the RNC has included several individuals who later generated
controversy.”” Thisis not surprising considering that Judith Spangler, a White House career
employee testified that during her 18 year tenure, administrations have handled invitations to
RNC and DNC events at the White House in the same way as the current Administration handled
similar invitations from 1993 to 1997.

Not surprisingly then, the Committee received evidence that several controversial RNC
contributors attended private dinners or meetings inside the White House where President Bush
was in attendance. These individuals include Michael Kojima, whose foreign contributions to the
RNC afforded him the opportunity to sit next to President Bush at an RNC fundraiser in 1992,

Y ung Soo Y 0o who attended a state dinner at the White House with President Bush in 1991,
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despite being a convicted felon with known ties to the Korean Central Intelligence Agency; and
James Elliott, who attended private White House meetings in 1992, despite having been convicted
of bank fraud in 1986."

The Committee learned that the RNC contacted Bush Administration officials on behalf of
substantial contributors. For example, in the late 1980s and early 1990s, then RNC Chairman Lee
Atwater and Team 100 Chairman Alec Courtelis forwarded the names of severa substantial
contributors to President Bush’s Commerce Department Secretary Robert Mosbacher.

M osbacher, who had been President Bush’'s campaign manager in 1988, rewarded these
contributors by appointing them to positions with such government entities as the President’s
Export Council .

Both parties use federal property to hold events for, provide political access for, and

contact administration officials on behalf of, substantial contributors. These are well-known and
common practices in Washington and can be accomplished without violating any law.

SPENDING PARTY FUNDS

In addition to soliciting political contributions and organizing events and other perks for
contributors, both national parties spent their funds with the intent of furthering their issues and
their candidates. Such expenditures are legal, but federal law limits to $12 million the amount a
party can spend “in connection” with its presidential candidates. That $12 million limitation
applies only to those party funds that carry an “electioneering message” advocating the election or
defeat of aclearly identified candidate. Therefore, when the DNC and RNC spent millions of
dollars on “issue ads’ in the last election cycle, they argued that because the ads focused on
issues, and did not advocate the election or defeat of a clearly identified candidate, they did not
count toward the $12 million limit.®*

Presidential campaign committees that accept matching funds are also limited in the
amount of money they can spend in connection with the nomination of their presidentia
candidates. In 1995, both the Clinton Campaign and the Dole for President campaign accepted
matching funds and therefore were limited to spending $37 million in federa dollarsin connection
with the nomination of their candidate, and $74 million in connection with the general election.
Both campaigns claimed that the issue ads run by their parties did not advocate the election of
their candidates and therefore fell outside the $37 million and $74 million limits.®

The Committee heard allegations that the DNC, the RNC, the Clinton Campaign, and the
Dole for President campaign al violated these federal restrictions on expenditures. The
allegations were based on two assumptions: (1) that the DNC and RNC issue ads, in redlity,
carried electioneering messages advocating the election or defeat of a clearly identified candidate
and that, therefore, the funds expended on these ads should have been counted toward the parties
$12 million limit and the presidential campaigns’ $37 and $74 million limits, and (2) that because
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both the DNC and RNC coordinated with their candidates, all “issue ads’ that had input from the
candidates -- regardless of the content of the ads -- should be counted toward the party’ s $12
million limit and the presidential campaigns’ $37 and $74 million limits.®

These two assumptions formed much of the public debate on thisissue, but are either not
valid, or not clear, under current federal election law, as explained in detail in the legal analysisin
Chapter 24. Parties are allowed to coordinate with their candidates, in particular their presidential
candidates, and may work closely with their candidates to devel op, finance and place issue ads.®*
Coordination between a national party and its candidates does not turn “issue ads’ into “candidate
ads’ simply because coordination occurred.®

Chapters 32 and 33 of this Minority Report set forth the DNC and RNC activitiesin
coordinating with its candidates and broadcasting issue ads. Both parties made use of the existing
legal loopholes for soft money and issue ads to bypass the spending limits that apply to
presidential campaigns that accept federal funds. Although neither party broke the law, the RNC
came closer to crossing the line between issue ads and candidate ads.

DNC’S SPLITTING CONTRIBUTIONS BETWEEN
HARD AND SOFT MONEY ACCOUNTS

Asdiscussed in greater detail in Chapter 26, the Committee investigated the legality and
appropriateness of the telephone solicitations made by the Vice President. In the course of that
investigation, the Committee discovered that some of the contributions solicited by the Vice
President were diverted into hard money accounts by DNC officials. Specifically, according to
FEC records, 20 individuals called by the Vice President made contributions to the DNC within
30 days of receiving a phone call from him.® The DNC received $737,750 from these 20
individuals and deposited $605,750 into its non-federal soft money account. The DNC deposited
$132,000 donated by eight of the 20 individuals into its federal hard money account.®” The
Minority found that the Vice President was not aware of these diversions, and that the DNC's
practice of diverting soft money contributions into hard money accounts without the knowledge
or permission of the original contributor was clearly inappropriate.

CONCLUSION

After media attention and its own interna review, the DNC returned less than 200
contributions out of more than 3 million it had received during the 1996 election cycle. The
contributions that were returned based on legality totaled just over $1 million, as did the
contributions returned based on the DNC’ sinability to verify their legality or based on the DNC's
determination that they were inappropriate. Thus, the contributions that generated the campaign
finance fundraising scandal of 1996, and investigated by the Committee, totaled approximately
$2.8 million and represented .006% of the contributions received by one national party. As of
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September 1997, the total amount of contributions returned by the DNC for legal reasons
amounted to .04% of the total raised by the DNC during the relevant 1994-1996 period.
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